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(6) Held by any insurance companies 
as defined in section 2(a)(17) of the In-
vestment Company Act of 1940: Pro-
vided, That all shares held by all insur-
ance company affiliates of such savings 
association or savings and loan holding 
company may not in the aggregate ex-
ceed five percent of all outstanding 
shares or of the voting power of the 
savings association or savings and loan 
holding company, and such shares are 
not acquired or retained with a view to 
acquiring, exercising, or transferring 
control of the savings association or 
savings and loan holding company; and 

(7) Shares acquired pursuant to a 
qualified stock issuance if such a pur-
chase is approved pursuant to § 574.8 of 
this chapter; Provided, That the aggre-
gate amount of shares held under this 
paragraph (a), (other than pursuant to 
paragraphs (a)(1), (a)(2), (a)(3), (a)(4), 
and (a)(6)) may not exceed 15 percent of 
all outstanding shares or the voting 
power of a savings association or sav-
ings and loan holding company. 

(b) Acquire control of an uninsured 
institution or retain, for more than one 
year after the date any savings associa-
tion subsidiary becomes uninsured, 
control of such association. 

§ 584.9 Prohibited acts. 

(a) Control of mutual savings associa-
tion. No savings and loan holding com-
pany or any subsidiary thereof, or any 
director, officer, or employee of a sav-
ings and loan holding company or sub-
sidiary thereof, or person owning, con-
trolling, or holding with power to vote, 
or holding proxies representing, more 
than 25 percent of the voting shares of 
such holding company or subsidiary, 
may hold, solicit, or exercise any prox-
ies in respect of any voting rights in a 
mutual savings association. 

(b) Management interlocks. No director 
or officer of a savings and loan holding 
company, or any person owning, con-
trolling, or holding with power to vote, 
or holding proxies representing more 
than 25 percent of the voting shares of 
such holding company may acquire 
control of any savings association not 
a subsidiary of such savings and loan 
holding company, unless such acquisi-
tion is approved by the Office pursuant 
to § 574.3(a) of this chapter. 

(c) Convicted persons. No individual 
who has been convicted of any criminal 
offense involving dishonesty or breach 
of trust may serve or act as a director, 
officer, or trustee of, or become a part-
ner in, any savings and loan holding 
company, except with the prior written 
approval of the Office. 

(d) Applications for approval. Applica-
tions for an approval under paragraph 
(c) of this section shall contain a full 
statement of the reasons in support 
thereof. Such applications shall be 
filed with the OTS. 

[54 FR 49708, Nov. 30, 1989, as amended at 57 
FR 14349, Apr. 20, 1992] 
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§ 590.1 Authority, purpose, and scope. 
(a) Authority. This part contains reg-

ulations issued under section 501 of the 
Depository Institutions Deregulation 
and Monetary Control Act of 1980, Pub. 
L. 96–221, 94 Stat. 161. 

(b) Purpose and scope. The purpose of 
this permanent preemption of state in-
terest-rate ceilings applicable to Fed-
erally-related residential mortgage 
loans is to ensure that the availability 
of such loans is not impeded in states 
having restrictive interest limitations. 
This part applies to loans, mortages, 
credit sales, and advances, secured by 
first liens on residential real property, 
stock in residential cooperative hous-
ing corporations, or residential manu-
factured homes as defined in § 590.2 of 
this part. 

§ 590.2 Definitions. 
For the purposes of this part, the fol-

lowing definitions apply: 
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(a) Loans mean any loans, mortgages, 
credit sales, or advances. 

(b) Federally-related loans include any 
loan: 

(1) Made by any lender whose depos-
its or accounts are insured by any 
agency of the Federal government; 

(2) Made by any lender regulated by 
any agency of the Federal government; 

(3) Made by any lender approved by 
the Secretary of Housing and Urban 
Development for participation in any 
mortgage insurance program under the 
National Housing Act; 

(4) Made in whole or in part by the 
Secretary of Housing and Urban Devel-
opment; insured, guaranteed, supple-
mented, or assisted in any way by the 
Secretary or any officer or agency of 
the Federal government, or made under 
or in connection with a housing or 
urban development program adminis-
tered by the Secretary, or a housing or 
related program administered by any 
other such officer or agency; 

(5) Eligible for purchase by the Fed-
eral National Mortgage Association, 
the Government National Mortgage As-
sociation, or the Federal Home Loan 
Mortgage Corporation, or made by any 
financial institution from which the 
loan could be purchased by the Federal 
Home Loan Mortgage Corporation; or 

(6) Made in whole or in part by any 
entity which: 

(i) Regularly extends, or arranges for 
the extension of, credit payable by 
agreement in more than four install-
ments or for which the payment of a fi-
nance charge is or may be required; 
and 

(ii) Makes or invests in residential 
real property loans, including loans se-
cured by first liens on residential man-
ufactured homes that aggregate more 
than $1,000,000 per year; except that the 
latter requirement shall not apply to 
such an entity selling residential man-
ufactured homes and providing financ-
ing for such sales through loans or 
credit sales secured by first liens on 
residential manufactured homes, if the 
entity has an arrangement to sell such 
loans or credit sales in whole or in 
part, or where such loans or credit 
sales are sold in whole or in part, to a 
lender or other institution otherwise 
included in this section. 

(c) Loans which are secured by first 
liens on real estate means loans on the 
security of any instrument (whether a 
mortgage, deed of trust, or land con-
tract) which makes the interest in real 
estate (whether in fee, or in a leasehold 
or subleasehold extending, or renew-
able, automatically or at the option of 
the holder or the lender, for a period of 
at least 5 years beyond the maturity of 
the loan) specific security for the pay-
ment of the obligation secured by the 
instrument: Provided, That the instru-
ment is of such a nature that, in the 
event of default, the real estate de-
scribed in the instrument could be sub-
jected to the satisfaction of the obliga-
tion with the same priority as a first 
mortgage of a first deed of trust in the 
jurisdiction where the real estate is lo-
cated. 

(d) Loans secured by first liens on stock 
in a residential cooperative housing cor-
poration means loans on the security 
of: 

(1) A first security interest in stock 
or a membership certificate issued to a 
tenant stockholder or resident member 
by a cooperative housing organization; 
and 

(2) An assignment of the borrower’s 
interest in the proprietary lease or oc-
cupancy agreement issued by such or-
ganization. 

(e) Loans secured by first liens on resi-
dential manufactured homes means a 
loan made pursuant to an agreement 
by which the party extending the cred-
it acquires a security interest in the 
residential manufactured home which 
will have priority over any conflicting 
security interest. 

(f) Residential real property means real 
estate improved or to be improved by a 
structure or structures designed pri-
marily for dwelling, as opposed to com-
mercial use. 

(g) Residential manufactured home 
shall mean a manufactured home as de-
fined in the National Manufactured 
Home Construction and Safety Stand-
ards Act, 42 U.S.C. 5402(6), which is or 
will be used as a residence. 

(h) State means the several states, 
Puerto Rico, the District of Columbia, 
Guam, the Trust Territories of the Pa-
cific Islands, the Northern Mariana Is-
lands, and the Virgin Islands, except as 
provided in section 501(a)(2)(B) of the 

VerDate Aug<04>2004 14:56 Jan 24, 2005 Jkt 205039 PO 00000 Frm 00437 Fmt 8010 Sfmt 8010 Y:\SGML\205039T.XXX 205039T



438 

12 CFR Ch. V (1–1–05 Edition) § 590.3 

Depository Institutions Deregulation 
and Monetary Control Act of 1980, Pub. 
L. 96–221, 94 Stat. 161. 

§ 590.3 Operation. 
(a) The provisions of the constitution 

or law of any state expressly limiting 
the rate or amount of interest, dis-
count points, finance charges, or other 
charges which may be charged, taken, 
received, or reserved shall not apply to 
any Federally-related loan: 

(1) Made after March 31, 1980; and 
(2) Secured by a first lien on: 
(i) Residential real property; 
(ii) Stock in a residential cooperative 

housing corporation when the loan is 
used to finance the acquisition of such 
stock; or 

(iii) A residential manufactured 
home: Provided, That the loan so se-
cured contains the consumer safe-
guards required by § 590.4 of this part; 

(b) The provisions of paragraph (a) of 
this section shall apply to loans made 
in any state on or before the date (after 
April 1, 1980 and prior to April l, 1983) 
on which the state adopts a law or cer-
tifies that the voters of such state have 
voted in favor of any law, constitu-
tional or otherwise, which states ex-
plicitly and by its terms that such 
state does not want the provisions of 
paragraph (a) of this section to apply 
with respect to loans made in such 
state, except that— 

(1) The provisions of paragraph (a) of 
this section shall apply to any loan 
which is made after such date pursuant 
to a commitment therefore which was 
entered into during the period begin-
ning on April 1, 1980, and ending on the 
date the state takes such action; 

(2) The provisions of paragraph (a) of 
this section shall apply to any rollover 
of a loan which loan was made, or com-
mitted to be made, during the period 
beginning on April 1, 1980, and ending 
on the date the state takes such ac-
tion, if the mortgage document or loan 
note provided that the interest rate to 
the original borrower could be changed 
through the use of such a rollover; and 

(3) At any time after the date of 
adoption of these regulations, any 
state may adopt a provision of law 
placing limitations on discount points 
or such other charges on any loan de-
scribed in this part. 

(c) Nothing in this section preempts 
limitations in state laws on prepay-
ment charges, attorneys’ fees, late 
charges or other provisions designed to 
protect borrowers. 

[54 FR 49715, Nov. 30, 1989, as amended at 66 
FR 65822, Dec. 21, 2001] 

§ 590.4 Federally-related residential 
manufactured housing loans—con-
sumer protection provisions. 

(a) Definitions. As used in this sec-
tion: 

(1) Prepayment. A ‘‘prepayment’’ oc-
curs upon— 

(i) Refinancing or consolidation of 
the indebtedness; 

(ii) Actual prepayment of the indebt-
edness by the debtor, whether volun-
tarily or following acceleration of the 
payment obligation by the creditor; or 

(iii) The entry of a judgment for the 
indebtedness in favor of the creditor. 

(2) Actuarial method. The term actu-
arial method means the method of allo-
cating payments made on a debt be-
tween the outstanding balance of the 
obligation and the finance charge pur-
suant to which a payment is applied 
first to the accumulated finance charge 
and any remainder is subtracted from, 
or any deficiency is added to, the out-
standing balance of the obligation. 

(3) Precomputed Finance Charge. The 
term precomputed finance charge means 
interest or a time/price differential as 
computed by the add-on or discount 
method. Precomputed finance charges 
do not include loan fees, points, find-
er’s fees, or similar charges. 

(4) Creditor. The term creditor means 
any entity covered by this part, includ-
ing those which regularly extend or ar-
range for the extension of credit and 
assignees that are creditors under sec-
tion 501(a)(1)(C)(v) of the Depository 
Institutions Deregulation and Mone-
tary Control Act of 1980. 

(b) General. (1) The provisions of the 
constitution or the laws of any state 
expressly limiting the rate or amount 
of interest, discount points, finance 
charges, or other charges which may be 
charged, taken, received, or reserved 
shall not apply to any loan, mortgage, 
credit sale, or advance which is secured 
by a first lien on a residential mobile 
home if a creditor covered by this part 
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